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PHILIPPINES: KEY ECONOMIC INDICATORS 
All values in US$ million unless otherwise indicated 


Exchange Rates (average for periods covered) : 
1982 :P8.540 Annual 
1983:P11.224 Percent 
1984 :P16 .698 1982 1983 1984p/ __Chg.a/ 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at current prices b/ 39,276.7r/ 33,782.1r/ 32,181.3 41.7 
GNP at 1972 prices b/ 11, 421. 4r/ 8,799. 6r/ 5 ,600.6 5.3 
Per Capita GNP current prices b/ $773. 4r/ $6.49. Or/ $603.2 38.3 
Fixed capital formation on durable oe 
equipment, 1972 prices b/ 1,307.5 985 .7 424.9 
Personal income, current prices b/ 30,131.7r/ 2B,930.8r/ 2B,340.2 
Manufacturing (value of production per employee)b/ pie Sp 
Average labor productivity, current prices c/ 1,868.9 1,418.4 1,384.5 
Average industrial money wage d/ P31.82 P42.07 P57 .08 
Labor force (000 workers) 19,698 20,521 20,608 
Average unemployment rate (%) 5S 4.1 6.2 
MONEY AND PRICES 
Money supply b/ 2,75 4.6 2,317.0 2,015.1 
Interest rate (%) e/ 14.2 16.6 27.2 
Indices:Manila (period ave.) 
Wholesale prices (1978=100) 179.0r/ 208. Or/ 346.5 
Consumer prices (1978=100) 176.2 1% .3 291.5 49.3 
BALANCE OF PAYMENTS 
Central Bank gross reserves f£/ 2,337.7 906 .0 886 .0 -2.2 
Outstanding external debt g/(9/84) 17,065 .0 19,016.0r/ 19,7%.0 - 
Annual debt service burden h/ 2,226.8 2,57.0 2,049.0 -13.1 
Annual debt service ratio(%) i/ 19.4 19.5 18.8 - 
Balance of payments -1,587.0 -2,068.0r/ 38.0 -112.5 
Balance of trade -2,64 .3 -2, 482.0 679.0 72.6 
Exports, f.0.b. 5,020.6 5,006.0 5,390.6 
U.S. share (%) 31.6 %.0 38.0 
Imports, f£.0.b. 7,666.9 7,487.0 6,069.6 
U.S. share (%) 22.2 23.2 2 .8 
PRINCIPAL IMPORTS FROM THE U.S. 8 Electrical machinery, $202 million; Cereals, $160 
million; machinery other than abintein, $140 million; chemicals, $133 million; textile 
fibers, $28 million; 
PRINCIPAL IMPORTS FROM ABROAD( 1984): Mineral fuels, $1,608 million; electrical machinery, 
$427 million; machinery other —_ electric, $420 million; base metals, $247 million; 
cereals, $245 million; tra i1li 
a/Comparison Percent changes from 
data originally available in pesos were calculated using peso values and therefore will be 
different from dollar comparisons. 
b/Peso value converted to dollars, using average exchange rate for the period. 
c/Labor productivity measured in terms of net domestic product per employed person; peso 
value converted to dollars. 
d/Legislated daily wage rates in pesos for non-agricultural establishments in Metro Manila. 
e/Weighted average of money market rates, average for the period. 
£/Reserves outstanding as of end of period. 
g/Excluding foreign borrowings of the banking sector, used mainly for liquidity purposes. 
h/actual payments, e.g. excludes principal payments suspended under moratorium declared Oct. 
I7, 1983. 
i/For debt of over l-year maturity, as defined by RA 6142, as amended (CB definition). 
p/Preliminary. 
r/Revised. 


Sources: Central Bank, National Economic & Development Authority, 
National Census & Statistics Office, Ministry of Labor. 





SUMMARY 


The Philippine economy underwent the sharpest contraction 
since World War II in 1984, with real GNP declining by 5.3%. 
Restricted access to external financing from the continued 
moratorium on principal payments for commercial bank debt, 
reductions in government outlays and high inflation rates served 
to restrict domestic demand. The industrial sector was hardest 
hit, especially the construction and mining and quarrying 
industries. The modest growth in the agriculture, forestry and 
fishery sector failed to offset the decline suffered in 1983. 


Monetary policy was generally restrictive in 1984 after a 
surge in the money supply late in 1983, combined with speculative 
buying, created a rapid increase in inflation. There was another 
jump in M-1l in mid-1984 due to rescue operations for domestic 
financial institutions and to increased government borrowing from 
the Central Bank related to election expenditures. Consequently 
inflation continued to rise until October. Controlling inflation 
is a major objective of the stabilization program worked out with 
the International Monetary Fund (IMF), and there has been 
significant progress since the October peak. 


Wages did not keep pace with inflation, and personal 
consumption dropped in real per capita terms despite personal 
dissavings. Capital formation plunged in the face of weak 


domestic demand, reduced government expenditure and political 
uncertainty. 


The balance of payments experienced a sharp turnaround from a 
deficit of over $2 billion in 1983 to a modest surplus of $258 
Million (adjusted for arrears) in 1984. This was due in large 
part to a sharp contraction in imports and a modest growth in 
exports. A dramatic shift in net short-term capital flows also 
played a significant part. The latter was due both to exceptional 
official guarantees of credit and rollovers of existing facilities. 


The conclusion in December 1984 of an IMF Stand-By Arrangement 
and a "Paris Club" agreement on restructuring of official credits 
combined with the May 20, 1985 signing of a three-part package 
with commercial banks provides for a much easier external 
Situation in 1985. However, the export results for the first 
quarter were disappointing, and this is worrisome for GNP 
expectations. This poor export performance is in part due to an 
unexpectedly strong peso -- the result of weak demand for foreign 
exchange, high domestic interest rates, and continued restrictions 
on the foreign exchange position of commercial banks. 


The short-term outlook definitely is for more austerity. In 
the longer term, follow through on announced reforms will be 
Critical. Implementation of market liberalization in the 
agricultural sector could have the most immmediate impact, but the 
resumption of trade liberalization is also imperative if 
self-sustained growth is to be achieved. 





RECENT ECONOMIC TRENDS 


Domestic Economic Performance 


The Philippine economy experienced the worst year since 
World War II in 1984. Real gross domestic product (GDP) 
declined by 4.6% (Tables 1 and 2). The real value of output in 
the industrial sector dropped by 10.6 %. Service sector value 
added declined by 2.5%. Only the agriculture, forestry and 
fishery sector showed any growth in real value, but that was 
less than 1% and remained below the 1982 level. 


In the industrial sector, the 
construction industry showed the 1984 GOP — $22.8 BILLION 
sharpest decline, with output 
value falling by nearly 24%. This 
reflects a cut of nearly one-third 
in government construction 
expenditures, and a 15% cut in / ins. 
private spending. This in turn s aaa ‘i 
led to a decline of nearly 11% in é spo = 
the mining and quarrying , ioe caae : 
industry. Manufacturing was off y 


ij 
by over 7%, reflecting both Bervsces 25.4% 
limited foreign exchange 
availability for imported inputs f tide 
and weak domestic demand. The few : ; 33.6% 
growth industries in the , ee = 


41.0% 


manufacturing subsector (Table 3) 
were producing either basic 
consumer items or export goods. 


In the agriculture, fishery and forestry sector (Table 4), 
value added for agricultural crops and poultry production both 
increased by a bit more than 4%. Rice, corn and sugarcane all 
experienced real increases, but failed to regain 1982 levels. 
The volume of centrifugal sugar declined. Coconut value declined 
Sharply despite high international prices due to falling output, 
partly related to drought and hurricane damage. Bananas and 
other crops experienced growth in value. Livestock value added 
declined marginally, while fishery value dropped by 8.5%, and 
forestry by more than 18%. 


In the service sector, only trade services experienced any 
growth, and that was only 1%. All other services 
declined by more than 4%. 


After a sharp increase in December 1983, the money supply 
(M-l1) was reduced over the next couple of months, and then grew 
steadily but moderately until mid-year. It then shot up in 
July, in large part due to rescue operations for domestic 
financial institutions. Earlier increases in borrowing from the 





Central Bank by the national government in connection with 
expenditures for the May national assembly elections also 
contributed to the mid-year growth in liquidity. Vigorous open 
Market actions by the Central Bank reduced the level of M-1l 
significantly through November, but seasonal factors and some 
relaxation of the tight money stance brought an increase in 
December. A resumption of tight monetary policy in the first 
quarter of 1985 brought the money supply to below the level of 
the previous year by the erid of April. The share of currency in 
M-l increased to 65% by end 1984 from 60% at the end of 1983, as 
demand deposits were reduced in favor of interest-earning assets. 


The rapid inflation which 
began in the last quarter of 1983 MONEY SUPPLY AND INFLATION RATES 
continued throughout 1984, with vie YEAR-TO-YEAR CHANGE 
the consumer price index (CPI) 
averaging 50% higher for the 
year. Measured on a year-to-year 
basis, inflation peaked in October 
at nearly 64%, but then began to 
abate. The decline has continued 2 
into 1985, with the level in April» 
dropping to 37%. Domestic caus 7 
interest rates, influenced by the y 
rates on Treasury bills and ae 
Central Bank bills used for open *®™ 
Market operations, also rose = ’ 
rapidly in 1984, but not as fast ata 
as inflation. However, with 
progress on inflation and wy 
continued tight monetary policy, ee 
positive real rates are expected ao ae ie a aa 
to reappear soon. If inflation is 
examined on a quarter-to-quarter 1983 1984 1985 
basis, interest rates already have 
become positive. 


in 


Despite the high inflation, real personal consumption 
expenditures were increased by slightly more than 1%. 
However, in per capita terms this represents a 1.4% decline. 
Food expenditures accounted for 56.4% of the total, up from 
55.7% in 1983. Most other basic consumption expenditures showed 
little change in share, with the largest offsetting decline 
coming in miscellaneous expenditures. The cost of maintaining 


this level of consumption was estimated personal dissavings of 
P4.3 billion in 1985. 


Reduced access to external finance and tight fiscal policy 
produced a 9% drop in real current expenditures of the 
government. Wage expenditures increased marginally, while other 
current expenditures were cut by nearly 23%. This causes some 
concern as to whether operating and maintenance expenditures are 
adequate to prevent capital stock deterioration, especially 
Since it follows a decline in 1983. 





Gross capital formation was down by nearly 38% in real terms 
in 1984, The earlier mentioned reductions in private and 
government construction expenditures produced an overall decline 
of 21% in construction investment. Expenditures on durable 
equipment dropped by nearly 36% under the combined influence of 
limited external finance, high domestic interest rates, weak 
domestic demand and political uncertainty. The current peso 
value of inventories at the end of 1984 was estimated to have 
declined by P5.6 billion pesos from a year earlier. 


External Account 


Net factor income from abroad was a negative $665 million in 
1984. As a result, real gross national product (GNP) decreased 
by 5.3%, or even more sharply than GDP. Remittances from 
overseas workers were down, while receipts from property and 
entrepreneural income increased marginally. Property and 
entrepreneural income to the rest of the world increased, 
largely due to increased interest payments. Net factor income 


likely will remain negative this year since overseas employment 
has been dropping. 


On a balance of payments basis 
(Table 5), the external account 
showed dramatic improvement, with 
an overall surplus of $258 million BALANCE OF PAYMENTS, 1982-1984 
after adjustments for arrears in Quarterly, Adjusted for Arrears 
1984 as compared to a deficit of , 
$2.1 billion in 1983. Arrears 
accumulation also decreased 
Sharply. 


The current account deficit 
was less than half that of 1983. 
This was the result of a reduction 
in the merchandise trade deficit 
by nearly two-thirds under the 
influence of sharply reduced ’ ai 
imports and moderate growth in in 
exports, detailed below. The — Oe eee een 
services account deficit widened, eg 
as savings on travel expenditures 
and freight and insurance payments 
were offset by declines in 
earnings from overseas workers and 
from tourism and by increased 
interest expenses. Net transfer 
inflows fell by one-half. 


Billions 


The surplus in the capital account for 1984 was nearly three 
times the 1983 level. The biggest improvement came in net 
short-term capital flows. Guarantees for new trade facilities 
by the U.S. Eximbank and the Australian Export Financing 
Insurance Corporation contributed to this performance. 





Repayments also were reduced by extending. of maturities for some 
types of credits. The net inflow from medium- and long-term 
loans, however, dropped nearly two-thirds despite some 
rollovers. Of the medium- and long-term inflow, nearly $500 
million represents exceptional financing or new lending from 
official sources. The flow of net investment turned slightly 
negative in an uncertain environment, with inflows dropping by 
more than half. This fall would have been greater except for a 
temporary allowance for converting imported goods and technical 
fees to equity investment without respect to the usual 
limitations on foreign ownership. 


Gross international reserves of the Central Bank were $886 
Million at the end of 1984, slightly higher than the end 1983 
level. However, reserves had declined to $472 million at the 
end of October before recovering sharply after some freeing of 
foreign exchange transactions in mid-October. During the first 
quarter of 1985 reserves again declined to $588 million by end 
March, but recovered to $825 million by the end of April. This 
equals 7 weeks of imports at the 1984 average level. 


Exchange Rate 


The official exchange rate was fixed at pesos 14 per dollar 
between October 1983 and June 6, 1984. In June the government 
announced a "float" of the peso, but a new rate of P18/$ 
remained in effect until the end of September. A few 
transactions early in October moved the rate to P18.45/$. 


On October 15, as part of a 4 
package of policy reforms agreed FOREIGN EXCHANGE RATE 
with the International Monetary 
Fund (IMF), the government 
announced significant 
liberalization of the foreign 
exchange regulations, and the peso 
value dropped over the next few 
weeks to around P20/$. The 
differential between the official 
rate and the blackmarket rate 
virtually disappeared. Influenced 
by weak import demand and 
remaining restrictions on the 
foreign exchange position of 
commercial banks, the peso then 
strengthened vis-a-vis the dollar 
over the next few months to reach 
an average of P18.26/$ in 
February. This trend was reversed mM 
by more active Central Bank 1983 1984 1985 
buying, and from March up to the 
third week of May the peso has stabilized at around P18.50/$. 
Note that the rates discussed refer to interbank transactions. 
Individuals or firms buying er selling foreign exchange to the 
banking system are subject to a one percent transactions tax 
plus a spread determined by the particular bank. 


Pesos per Dollar 


+ a 4 a) 





The regulatory changes announced in October abolished the 
allocation scheme for foreign exchange, but many types of 
imports continue to be regulated by various government 
agencies. Approved dividends, royalties, fees, etc. are now 
freely remittable, but those blocked prior to the new 
regulations are subject to a system designed to eliminate all 
types of arrears by the end of 1985. For most of the above 
mentioned remittances, this requires conversion of the 
remittable amount into a dollar-denominated Central Bank 
Certificate of Indebtedness (CBCI), with a maturity date of 
December 31, 1985 and a LIBOR-related interest rate. 


Foreign Trade 


Total trade of the country dropped by $1 billion in 1984. 
The 18.9 percent decline in imports outweighed a 7.7% 
rise in exports. The merchandise trade deficit, which had been 
over the $2 billion mark annually since 1981, dropped steeply to 
$679 million last year, the lowest level since 1975. 


The U.S. share of Philippine imports improved, although the 
value declined by 6% from 1983 (Table 6), and the U.S. remains 
the country's leading supplier. Import declines from the 
Philippines' other major trading partners were larger: down 36% 
for Japan and down 33% for the Middle East countries. Purchases 
of rice and corn resulted in higher imports from ASEAN 
countries. Increased purchases of fertilizer inputs caused a 
slight increase in imports from Socialist countries. 


IMPORTS — $6,070 MILLION EXPORTS — $5,391 MILLION 


SOURCE BY PERCENT DESTINATION BY PERCENT 


Other, 


Socialist.< °- 


a ‘Qh2 


; ’ ; \ sere 7 
Middle”, i 4 ASEAN /} Japan *, 
/ East ; Ve 9.64 > 


Ned 1621 ue 


%, 


285 e 
Middle East iret 


The U.S. was also the leading destination for Philippine 
products. The strong economic recovery in the U.S. provided 
growing markets for electronics and garments. 





The depressed Philippine 
economy plunged 1984 imports to 
the lowest level since 1978. The PRINCIPAL IMPORTS, 1984 
drop in imports was broadly-based, 
with almost all major commodity 
groups recording double digit PERCENT 
declines (Table 7). Two 
categories, electrical machinery wt ~ 
and materials for the manufacture Other” so ai wes 
of electrical equipment, did post wre 
modest gains of about 5 ¢, f : P 
Government officials attribute 1 
these increases to imports for the —_— { 
Bataan nuclear plant. Transport a 

Equipment ‘?: ee % aterials for 

The largest single factor in Cereats 179" “| \ \15-2 fre. See 
the reduced trade deficit was the 15.4% -/ | \ / Manufacture 
$524 million drop in petroleum Metals & Prod 6-7} audi “a 
imports in 1984. This decline is Chemicals —/_6-9| “Elec. Machinery 
due to reduced consumption, the — 
softening in crude prices and Elec. Mach. 
diversification of energy sources. 


Industry sources attribute declines in the other major 
categories to the weak investment demand and the enervated 
purchasing power of consumers. The Philippines financial crisis 
also restricted some types of imports as the Government 
established priority uses for foreign exchange. This 


administrative allocation of foreign exchange was ended in 
October. 


The 7.7 rise in exports in PRIMCIPAL EXPORTS, 1984 
1984 was due largely to increases 
in the export of non-traditional PERCENT 
products (Table 8). Electronic 
microcircuits, semi-conductor Other __.-- 
devices and garments produced Fruits &.", 9.2 
strong gains. Non-traditional Vegetables «4.4, 
exports provided almost 643 praduced’s = "as 
of the Philippines total export fre OA 
earnings in 1984. Sugar Prods. 5 97s]. 

Mineral a 

Generally weak commodity Products | 6.9 
prices greatly reduced the value en 
of traditional exports. Low Coconut\, 13.5 
prices for important products like Products. 
Sugar and copper contributed to my 
the decline. Coconut products 
posted gains, with price increases 
outweighing volume declines 
resulting from drought and typhoon 
damage. 


Semi conductors 





Labor 


Unemployment, as UNEMPLOYMENT 4ND UNDEREMPLOY MENT 


narrowly defined in PHILIPPINES METRO MANILA 
official statistics, a 


declined slightly 
between the third and 
fourth quarters of 1984 
(Table 9). However, the 
January 1985 (from 
fourth quarter 1984 
survey) "Past Week" 
unemployment rate (which 
is most comparable with 
U.S. methods) was 14.7 
percent nationwide and 
23.5 percent in Metro 
Manila, the highest rate Unemployment "Past Week" 

Since this measure was —— 
introduced in the first : pie IE 

quarter of 1984. No 

explanation for the 

sharp drop in 

underemployment between 0 4TH ist 2W0 RO ATH WO 4TH 15ST 2W0 RO 4TH 
the third and fourth 1983 1984 1983 1984 
quarters is readily 

apparent. 


Workers in the modern sector covered by collective 
bargaining agreements have been negotiating wage increase in the 
range of 25-50 ¢ or even higher over the normal 3-year 
life of the agreement, but the number of workers covered is 
small. For labor in general there was undoubtedly a substantial 
loss in real purchasing power during 1984. Minimum wages were 
adjusted in November 1984. Less than half the labor force, 
however, benefits from the wage orders. 


Mandated Wages 
(Pesos per Day-Effective 11/1/84) 


Minimum Wage 
Mandatory COLAS 
Mandatory 13th 

Month Wage(Pro-rated 
over one year) 

Total Mandated Wage 


A. Non-Agricultural, Metro Manila 

B. Non-Agricultural, Outside Metro Manila 
C. Plantation Agricultural 

D. Non Plantation Agricultural 





Exacerbated by the economic and political situation, labor 
unrest continues to grow. In 1984 there were 275 new strikes 
involving 61,746 workers; total man-days lost (new and 
continuing strikes) were 1,808,383. All were records for the 
post-martial-law period that began in 1981. For the first 
quarter of 1985, the strike statistics are still higher than for 
the same period in 1984. In conjunction with the increased 
labor disputes, there has been notable defiance of labor law. 


After continuous years of increase, placement of overseas 
workers declined by 2.1 percent in 1984, and in the first 
quarter of 1985 fell 19 percent below the same period in the 
previous year. Fewer job opportunities in the Middle East where 
the majority of the workers are employed and increased 
competition from other labor exporting countries are causing the 
government to reexamine the minimum standards it sets for 
overseas contracts. 


Government Policy 


Along with the earlier mentioned revisions to foreign 
exchange regulations introduced in October 1984, the government 
also introduced a number of reforms to fiscal policy to reduce 
the public sector deficit. These actions were part of a package 
of prior actions required by the IMF as a precondition for 
submitting a Stand-By Arrangement for SDR 615 million to the 
Executive Board. The Stand-By also required commitments by 
commercial banks and official creditors to the rescheduling of 
debt and the provision of new financing to meet estimated 
balance of payments needs in 1984 and 1985. In early November, 
the Advisory Committee of commercial creditors of the 
Philippines informed banks of the elements of the agreed 
stabilization program and recommended a rescheduling of the 
principal of medium- and long-term loans falling due between 
October 17, 1983 and the end of 1985 (to be extended to end 1986 
if the program is progressing in accordance with expectations), 
a $3 billion facility to transform outstanding short-term trade 
credits into a two-year revolving fund and $925 million in new 
credits. The IMF program was approved on December 14, but 
various complications delayed final approval of the commercial 
bank package until May 20, 1985. On December 19-20, official 
creditors met under the auspices of the Paris Club and agreed to 
a restructuring of the principal and interest for payments falling 
due between January 1, 1985 and June 30, 1986. As mentioned 
above, official creditors also have provided exceptional 
financing of both a short- and longer-term nature. 


The measures introduced in October were too late to have 
much impact on public sector performance in 1984, but even so 
the total public sector deficit as a percent of GNP declined 
from 3.7% in 1983 to 2.8% in 1984. A further decline to 1.5% is 
expected this year. Most of this improvement came from improved 
internal cash generation and reduced investments by public 





corporations, but the National Government deficit also saw some 
reduction from 2% of GNP in 1983 to 1.8% in 1984. The gap for 

1985 is estimated at only 0.9%. This improvement is more from 

expenditure cuts than from enhanced revenues. 


Total foreign exchange liabilities of the Philippines 
increased from $24.1 billion on October 17, 1983 (when a _ 
moratorium was declared for principal payments on medium- and 
long-term debt to commercial banks) to $25.4 billion at the end 
of 1984. Of this total, $9.5 billion was short-term. Without 
the commercial and official reschedulings, debt service on these 
liabilities would reach nearly 50% of the estimated exports of 
goods and services in 1985. Even with the relief, the debt 
sevice ratio will remain high at around 35%. 


Prospects for the Future 


The relief expected from reaching agreement with the IMF on 
a stabilization program and agreements with commercial and 
official creditors on the restructuring of debt has been reduced 
both by a lackluster performance on the Stand-By targets and 
delays in the final agreement with the banking community. In 
addition, continued political uncertainty appears to be 


depressing investment activity from both foreign and domestic 
investors. 


Merchandise trade was in near balance in the first quarter 
of 1985, which is in line with overall expectations for the year 


in government projections. However, this is due to a continued 
sharp contraction in imports, while exports also contracted by 
nearly 10% compared to 1984. This is troublesome in what is 
expected to be an export-led recovery and is likely to mean that 
the government's GNP projections are overly optimistic. It also 
promises little relief for the already strained employment 
Situation. The recent approval of the commercial banks' trade 
facility may enhance this performance, but continued strength of 
the peso could negate the results of this potential improvement. 


Overall growth prospects for the year have been projected 
from 1-2% real GNP growth by the government to a decline of 3.5% 
in real GDP by a respected local research institute. Given the 
results of the first quarter, real growth in 1985 appears 
unlikely. Continued progress in reducing both inflation and 
interest rates is achievable if the authorities continue to 
pursue current policies. 


Longer term prospects continue to depend on progress on 
reforms that reintroduce market forces to better exploit the 
comparative advantages of the Philippines. Prompt action on 
announced decisions to free up prices of both agricultural crops 
and inputs could have a relatively quick and positive 
influence. The expected resumption of trade reforms that began 
under the auspices of the World Bank also is important to longer 
term growth. Continued progress on the short-term stabilization 
measures approved by the IMF and on longer-term structural 
reforms can provide a basis for sustained growth. 


a ee 





IMPLICATIONS FOR THE UNITED STATES 


Trade 


The United States is the Philippines' largest trading 
partner for both imports and exports. Five years ago, the U.S. 
and Japan were competing on an almost equal level, but the U.S. 
share has gradually increased. This trend accelerated in 1983 
and 1984, largely because the U.S. provided exceptional trade 
and commodity credits to the Philippines during this crisis 
period and also because the United States sells basic 
requirements across a broad range of manufactured goods and 
commodities, while Japan's exports are targeted towards major 
projects and the transport industry. 


The U.S. traditionally has enjoyed a modest surplus in its 
balance of trade with the Phiiippines. In 1983, this trend was 
reversed and the Philippines registered a surplus of 
approximately $200 million. In 1984,the surplus in favor of the 
Philippines exceeded $400 million? primarily due to a growth in 
Philippine exports. U.S. exports to the Philippines declined by 
less than three percent from 1983 to 1984. The sharp increase 
in Philippine exports can be attributed both to the strong U.S. 
growth and to a concerted effort by the Philippines to increase 
sales of non-traditional goods such as electronics, garments, 
furniture and housewares. This trade imbalance in the 
Philippines' favor may increase further in 1985, with some 
growth in Philippine exports while U.S. sales to the Philippines 
decline somewhat as the Philippine Government continues to work 
to reduce its overall trade deficit. 


Major Projects 


1. Copper Smelter - This project has been completed and is 
in operation. A proposed $250 million ASEAN-sponsored copper 
fabrication plant immediately adjoining the smelter has been 
postponed indefinitely. 


2. Integrated Steel Mill - While portions of the project 
have been deterred, the portion that most concerned U.S. bidders 
has gone forward. The sale of the cold rolling mill has been 
completed and shipment to the site is being arranged. The value 
of the mill plus additional lines and peripheral equipment is 


approximately $105 million. U.S. Eximbank financing was made 
available for this project. 


3. Phosphate Fertilizer Complex - This project is complete 
and is expected to become fully operational during 1985. U.S. 
companies actively are bidding to supply phosphate rock. 


*$400 million deficit is based on Philippine National Census and 


Statistics Office data. U.S. data show a higher deficit of $900 million. 


oi. 





4. Diesel Engine Manufacturing Plant - The light diesel 
plant is complete. The heavy diesel plant has been shelved. 


However, the light diesel operation has been shut down due to 
lack of sales and the BOI has temporarily excused its owner, 
Isuzu of Japan, from meeting its performance requirements. 


5. (New) Coconut Chemical Complex - The project has been 
completed and is operational. 


6. Cement Industry Rationalization - approximately one-half 


(7) of the nation's largest cement producers have completed the 
conversion of their power generation from oil to coal. The rest 
of the conversions have been postponed. Locally sourced coal. 
has not proven adequate to fuel the plants, and higher quality 
imported coal is used for blending. Opportunities for plant 
modification to utilize lower BTU/dirtier local coal may exist, 


as well as opportunities for coal beneficiation at the mine 
sites. 


7. Paper Industry Corporation Modernization - Japanese 
consultants have recently recommended that the GOP go forward 


with the project, but funds to accomplish this are not likely to 
be forthcoming. 


8. Alcogas - The project was shelved in 1982, but may be 
revived. The previous project plan called for molasses 
feedstock, but direct use of sugarcane currently is being 
considered as well. 


The Aluminum Smelter, Petrochemical Plant, & Heavy 
Engineering Plant have all been indefinitely postponed. 


The proposed national telecommunication system has been 
deferred. The project probably will be revived next year with a 
one-year bid award process and a five-year completion schedule. 
The total value of this project is expected to be in the area of 
1.5 billion dollars. 


The Ministry of Energy probably will continue to develop the 
nation's coal and geothermal resources in order to further 
reduce the importation of fuel oil. The U.S. Trade and 
Development Program has provided more than $1 million in grant 
funds for feasibility studies to be conducted by U.S. consulting 
firms for the development of coal resources in Semirara and 
Cebu. These studies involve mining, processing, and 
transportation, and as they progress probably there will be 
significant opportunities for U.S. suppliers. It is not likely 
that hydro-electric, synthetic fuel, solar, dendrothermal and 
bio-mass technologies will be pursued on a large scale in the 
near term, but some opportunities may be available in these 
areas for small scale projects. 





Industry Prospects 

In 1986,we expect that there will be reasonable market 
demand and trade financing available for the following industry 
sectors. 

1. Used Equipment 

2. Data Base Services 

3. Security and Safety Equipment 

4. Agribusiness 

a. Chemicals (Orgauic, Inorganic, Agricultural) 


b. Agricultural Equipment 


c. Food Processing and Packaging 


Trade Promotion Events 


The U.S. Department of Commerce (USDOC), in cooperation 
with the Embassy, will be conducting the following trade 
promotion events in Manila in the near future. Any firm 


interested in participating should contact its nearest USDOC 
district office. 


Fiscal Year 1985 


Electronic Components '85 June 20-21, 1985 


Architectural, Engineering 
& Construction July 17-19, 1985 


Fiscal Year 1986 


Computers & Office Equipment 
Computers & Peripherals Nov. 07-08, 1985 


Data Base Services Franchising Feb. 24-25, 1986 
Security & Safety Equipment May 12-13, 1986 


Telecom High Tech May 29-June 18, 1986 


Regular Catalog Show 
Seminar Mission 
Video Catalog Show 
Trade Mission 





Investment Climate 


The Philippine Government offers a number of incentives for 
both foreign and private investors. These incentives primarily 
are related to an annual investment priorities plan. In 
general, foreign ownership is limited to 40%, but there 
are exceptions allowing up to 100% foreign ownership for 
priority areas. Foreign ownership is prohibited in retail 
trade, the mass media and rural banking. Between October 1983 
and October 1984, dividends and other remittances were blocked 
due to foreign exchange restrictions. These restrictions have 


been lifted, and remittances previously blocked are expected to 
be allowed by the end of 1985. 


U.S. investment in the Philippines is well established and 
is conservatively estimated at over $1.5 billion. A detailed 
investment climate statement for the Philippines is available 
from either the Commercial Counselor or the Economic Counselor 
of the U.S. Embassy. There are several programs designed to 
facilitate U.S. investment which are available to prospective 
investors. These include OPIC insurance and guaranties, 
feasibility study assistance through the Trade Development 
Program (TDP) and access to joint venture opportunities through 
OPIC's "opportunity bank". In addition, the Philippine-U.S. 
Business Development Council maintains offices in Washington at 
the Embassy of the Philippines, 1617 Massachusetts Ave., N.W., 
Washington, D.C. 20038; telephone 202-483-1414. 


Potential investors are urged to contact the Commercial 
Counselor of the Embassy or their local USDOC District Office 
for specific information on investing in the Philippines. 





Table l 


Gross National Product, National Income and 


Gross Domestic Product by Industrial Origin, 


(in million pesos) 


INDUSTRY 


AGRIC, FORESTRY, 
FISHERY 


INDUSTRY SECTOR 
Mining & Quarrying 
Manufacturing 
Construction 
Elec., Gas & Water 


SERVICE SECTOR 
Transportation 
Trade 
Finance & Housing 
Services 

GROSS DOMESTIC PRODUCT 


Net Factor Income 
from Abroad 


GROSS NATIONAL PRODUCT 


Net Indirect Taxes 
Depreciation 


NATIONAL INCOME 


Source: National Economic 


Current Prices 


1983 


84,5 46 


138,012 
7,042 
95,172 
30,730 
5, 068 


161,962 
24,378 
66,094 
30,594 
40,896 


384,520 


379,170 


34,722 
39,180 


305 , 268 


1984 


139,505 


184,431 
9,714 
137,251 
31,209 
6,257 


224,535 
33,820 
99,711 
42,140 
48,864 


548,471 


-11,108 
5 37, 363 


42,235 
55,043 


440,085 


1983 and 1984 


Constant Prices 
197 2=100 


1983 


24,845 


35,955 
1, 966 
25,108 
7,689 
1,192 


39, 268 
5 , 266 
13,930 
7,726 
12,346 


100, 068 


-1, 301 
98,767 


9,037 
11,394 


78,336 


and Development Authority 


1984 


25 , 045 


32,151 
1,755 
23,319 
5 , 866 
1,211 


38,294 
5,029 
14,073 
7,409 
11,783 


95 , 490 


93,519 


Tem2 
11,450 


74,716 





Table 2 


Gross National Product and Gross Domestic Product 


By Expenditure 


Shares, 


1983 and 1984 


(In million pesos) 


TYPE OF EXPENDITURE 


PERSONAL CONSUMPTION 
EXPENDITURE 


GOV'T. CURRENT EXPEND. 
Compensation 
Other expenditure 


GROSS CAP. FORMATION 
Fixed Cap. Formation 
l. Construction 
a. Government 
b. Private 
2. Durable Equipment 
Increase in stocks 


EXPORTS 


LESS: IMPORTS 


Statistical Discrepancy 


GROSS DOMESTIC PRODUCT 


Net Factor Income 
from Abroad 


GROSS NATIONAL PRODUCT 


Source: National Economic and 


Current Prices 


1983 


268,188 


30,890 
17,158 
13,732 


104,414 
95,254 
54,361 
19,751 
34,610 
40,893 

9,160 


75,267 
100,536 
6,297 


384,520 


-5 , 350 


379,170 


Development Authority 


1984 


404,699 


33,934 
19, 376 
14,558 


99,985 
105 ,590 
63,907 
20,107 
43,800 
41,683 
-5 ,605 


117,613 
120,899 
13,139 


548,471 


-11,108 


5 37 , 363 


Constant. Prices 
197 2=100 


1983 


65,348 


8,788 
5,141 
3,647 


25 ,029 
23,012 
11,948 
4,375 
7,573 
11,064 
2,017 


18,685 
19,191 
1,409 


100,068 


-1,301 
98,767 


1984 


66,033 


7,991 
5,173 
2,818 


15,556 
16,541 
9,446 
2,985 
6,461 
7,095 
-985 


20,422 
15,550 
1,038 


95,490 


(1,971) 
93,519 





Table 3 
Gross Value Added in Manufacturing by Industry Group 
1983 and 1984 (in million pesos) 


Current Prices Constant Prices 


197 2=100 
Industry/Industry Group 1983 1984 1983 1984 


Food Manufacturing 31, 388 49,745 9,246 9,344 
Beverage Industries 3,471 4,544 763 805 
Tobacco Manufactures 3,217 4,394 heme? 890 
Textile Manufactures 5,794 7,586 1,050 949 
Footwear, Wear.Apparel 5,852 8,672 1,247 1,299 
Wood and Cork Product 3,431 3,923 716 588 
Furniture & Fixtures 435 599 142 142 
Paper & Paper Products 1,245 1,865 196 182 
Publishing & Printing 936 1,505 368 370 
Leather Products 208 336 56 63 
Rubber Products 15325 1,766 316 334 
Chemical Products T,2al 10,334 2e5a0 1,797 
Prod.of Petroleum & Coal 13,000 19,184 1,3i 1,259 
Non-Metal Mineral Prods. 2,506 2,956 5 87 481 
Basic Metal Products 3,126 5,068 9 47 1,121 
Metal Industries 2,639 2,768 1,091 740 
Non-Elec. Machinery: 2,043 1,916 797 442 
Electrical Machinery 4,471 6, 405 1,717 1,964 
Transport Equipment 1,667 46 2 742 124 
Misc. Manufactures 1, 461 3,223 334 425 


wonrad WW 2 wh 
2. 628 024 °6 6 


Gross Value added in Mfg. 95,172 137,251 25,108 23,319 
Source: National Economic and Development Authority 


Table 4 
Gross Value Added in Agriculture, Fishery and Forestry 
By Industry Group, 1983 and 1984 (in million pesos) 


Current Prices Constant Prices 


197 2=100 
Industry/Industry Group 1983 1984 1983 1984 


1. AGRICULTURAL CROPS 47,779 87,130 14,968 15 ,591 
Palay 12,225 21,274 3,900 4,173 
Corn 4,272 7,710 le 373 1,470 
Coconut incl. copra 5 - eek 14,353 1,210 952 
Sugarcane 3, 286 5,474 1,133 1,332 
Banana 7,314 11,309 2,393 2,532 
Other crops 15 , 461 27 » 0i0 4,959 S,id2 


2. LIVESTOCK 5,330 9,435 2,170 2,162 
3. POULTRY 7,106 11,441 2,481 2,589 
4, FISHERY 16,790 20,154 4,407 4,032 
5. FORESTRY 7,541 11,345 819 671 
Gross value added in Agri. 


Fishery and Forestry 84,5 46 139,505 24,845 25 ,045 


Source: National Economic and Development Authority 
« 16 = 





Table 5 
Balance of Payments 
($ million) 


198 3 198 4 
Actual Adj.for Actual Adj.for 
Arrears Arrears 


Current Transactions 

A. Merchandise Trade -2,482 -2,482 -679 
Exports 5,005 5,005 5,391 
Imports 7,487 7,487 6,070 


Non-Merchandise Trade -454 -7 40 -855 
Inf low 3,127 3,127 2,619 
Outflow 3,581 3,867 3,474 


Transfers 472 472 236 
Inflow 483 483 237 
Outflow 33 ll 1 
Cur. Trans., Total -2,464 -2,750 -1,298 


Non-Monetary Capital 
D. Long-Term Loans 1,550 1,392 539 


Inflow 2,336 2,336 1,308 
Outflow 786 944 769 
Direct Investments 122 112 -7 
Inf low 255 255 121 
Outflow 133 143 128 


Short-Term Capital (Net) 35 -618 623 
Errors & Omissions -387 -387 251 


Non-Monetary Cap., Total 1,320 499 1, 406 
G. Monetization of Gold 183 183 150 
H. Allocation of SDRS 0 0 0 
Overall BOP Position -961 -2,068 


Source: Central Bank of the Philippines 





Table 6 
DIRECTION OF TRADE 
Annual 1984 
(FOB value in million Dollars) 


Country Imports Percent Exports Percent 


JAPAN 814. 


ui 


13.4 1,042.7 19.3 


MIDDLE EAST COUNTRIES 
Saudi Arabia 
Kuwait 
Others 


7 * e e 
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SEAN 
Malaysia 
Indonesia 
Singapore 
Brunei 
Thailand 
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Other ESCAP 
Hong Kong 
South Korea 
Australia 
New Zealand 
Others 


On ~~ Ow © 


2 9.1 
2 3.9 
3 2.4 
2 2.1 
S 0.5 
1 0.2 
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EC 

West Germany 
France 

United Kingdom 
Netherlands 
Others 
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SOCIALIST COUNTRIES 
China 
USSR 3 
Romania 3 
Others 4 
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OTHER COUNTRIES 406. 
Taiwan Leea 
Canada 42. 
Brazil 47 
Switzerland 3 
Others 103. 


443.7 
91.4 
81.1 

1.8 
10.6 
258.8 


TOTAL, ALL COUNTRIES 6,069.6 100.0 5,390.6 
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Source: National Census and Statistics Office 





Table 7 
Ten Principal Imports of the Philippines, 1983-1984 
(FOB Value in million US dollars) 


Product 1983 1984 Pct. Chg. 


Mineral fuels & lubricant 2,432 1,608 -24.6 


Materials & accessories for 
Mftr. of elec. equipment 765 803 5.0 


Elec. machinery & apparatus 404 427 Sof 
Machinery other than elec. 902 420 -53.4 
Base metals 452 247 -45.4 
Cereals and cereal preps. 249 245 -1.6 
Transport equipment 285 238 -16.5 
Chemical elements & cmpds. 267 238 -10.9 
Explosives & misc. chemicals 258 169 -34.5 
. Manufactures of metal 147 $5 -62.6 
TOTAL, TEN MAJOR IMPORTS 5,861 4,450 
Other imports 1,626 1,620 
GRAND TOTAL, ALL IMPORTS 7,487 6,070 


Source: National Census and Statistics Office 








Philippine Exports 
1983-84 
(In Million U.S. Dollars) 
194.3 198 4 
Commodity Group Value Percent Value Percent 


Total Exports 5,005 100.0 5,304 100.0 


I. Traditional Exports 2,068 


> 
~ 
. 

Ww 


1,828 33.9 


Coconut Products 680 
Sugar & Products 316 
Forest Products 331 
Mineral Products 440 
Fruits & Vegetables 107 
Others 194 


~ 
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279 
271 
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133 
152 
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II. Non-Traditional Exports 2,846 


ur 
ro) 


3,430 


Non-Trad. Manufactures 2,387 
of which: 

Elec & Elec Eqpt/ 

Parts & Telcom 1,053 1,329 
Garments 5 45 : 603 
Non-Trad. Other 459 438 
of which: 

Iron Ore Agglomerates 114 . 105 

Bananas 105 122 


> 
~ 


2,992 


III. Special Transactions 57 8 
IV. Re-Exports 34 125 


Source: National Census and Statistics Office 





Table 9 
LABOR FORCE IN THE PHILIPPINES 
(In thousand workers) 
19 8 3 198 4 


3rd Qtr 4th Qtr lst Qtr 2nd Qtr 3rd Qtr 4th Qtr 
A 


A/ 
Labor Force 20, 463 20,516 19,992 20,982 20,608 


Employed 95.4 95 .9 93.7 93.8 
Unemployed 4.6 4.1 6.3 6.2 
Underemployed 30.1 30.8 36.5 iz 
Unemployed 

Past Week - 282 10.7 


NATIONAL CAPITAL REGION 


1-3 @ 3 198 4 
3rd Qtr 4th Qtr lst Qtr 2nd Qtr 3rd Qtr 4th Qtr 


Labor Force 2,277 2,195 2,335 2,400 2,599 2, 463 
Employed 89.2 88.2 86.7 86.5 83.7 84.2 


Unemployed 10.8 11.8 13.3 413.5 16.3 15.8 
Underemployed 38.8 at 36.7 41.4 42.9 23.8 
Unemployed 

Past Week - - ?.3 0.9 2259 233 


A/ National Survey not conducted 


Source: National Census and Statistics Office 











